PRODUCT LAUNCH

INTRODUCTION

This simulation involves you introducing a new consumer product - the SOUPER HOT range of self-heating soups. These are soups in a wide necked container. On opening, you pull a tab and a moment later the soup is hot and ready to drink. SOUPER HOT can be used by the busy cook, by the sportsman, on picnics - anywhere.

You launch SOUPER HOT making decisions covering price, promotion and how much to produce. You enter these in to a computer that simulates their effect and produces results for you to analyse before making more decisions. You should do this for at least eight periods.

SITUATION

Initially, SOUPER HOT is unique and you have no competitors. However, the technology of the heating device (the HOTZIT) cannot be patented and so, eventually, competitors will launch similar products. So, it is important to get established in the market before the, computer simulated, competitors arrive. 

Initial market research suggests that the total market for SOUPER HOT is one million units each period. Unfortunately these potential consumers are totally unaware of SOUPER HOT and must be made aware of it.

COSTS
All cost and prices are expressed in a universal currency - the Account Unit (or AU)

Besides promotion expenditure (that you decide), each SOUPER HOT costs 0.50 AUs (half an AU) to make and there are fixed costs each period of 20,000 AUs. 

SOUPER HOT has a limited shelf life. At the end of each period, half of any remaining inventory is scrapped (the report shows the amount that remains).

FINANCE
To fund the launch of SOUPER HOT you have 400,000 AUs available. This cash must be used to fund initial losses, investment in factory machinery and inventory. If you spend more than the 400,000 AUs you may go bankrupt!

Investment in factory machinery takes place automatically whenever the production level of SOUPER HOT is increased. Each unit of production capacity involves an investment of 2.00 AUs.

Inventory is valued at 0.50 AUs (half an AU) per unit. Since customers pay when they purchase SOUPER HOT, sales income can be used to pay for expenditure.

DECISIONS

To influence your performance in the market you must make the following decisions:

PRICE

PROMOTION

PRODUCTION

Each period you must enter these decisions into the microcomputer. The Price may be entered to two decimal places. Promotion and Production must be entered as whole numbers.

USING THE SIMULATOR

When you use the simulator you are identified by a team name. The first time you use the simulator you must choose a name of up to six letters. You should enter this name and confirm. (When you first enter your name you will be asked to confirm that you are starting the simulation.) In following periods, after entering your team name, the simulator retrieves your current situation and asks you to enter decisions for the next month.

When entering decisions, a template is displayed on the screen showing the previous price, promotion and production decisions. You are positioned on the highlighted cell. To move between the cells use the arrow keys or click on the cell to change. To change the number of calls for a customer, position on that cell and type in the new number and press Enter or move to a new cell. When you have made all the changes click the Confirm button.

If you make a typing error while typing in a number, use Backspace to erase the incorrect data. If you notice an error after moving to a new cell, go back to the incorrect cell and re-enter.

After you have made and confirmed your decisions, the simulator checks your decisions and, if appropriate, comments on them. If there are no problems, the effect of your decisions is simulated and the results produced.

RESULTS

Each period, as illustrated on the next page, you receive these results.

Penetration is the percentage of the population who is aware of SOUPER HOT and is willing to buy it.

Market Share is the share of the penetrated market who actually buys your product. Since, initially, there is no competition, the share is 100%. When competition arrives it will fall.

Unit Sales is the total unit sales of SOUPER HOT. Provided there is sufficient inventory this approximates the market size (1,000,000 units) multiplied by the penetration and the market share.

Inventory (Units) is the inventory of SOUPER HOT available for sale the next period.

Sales Income is the total income received and is unit sales multiplied by price.

Net Profit is the income less all costs.

Fixed Assets is the value of the factory machinery.

Inventory (Value) is the value of inventory at the end of the period

Cash is the cash remaining at the end of the period. (If this is getting close to zero you should worry about becoming bankrupt.)

Cum. Profit is the total, cumulative, profit earned so far.

TEST MARKET RESULTS

To help with your initial decisions the following decisions have been tested

PRICE               1.9

PROMOTION         75000

PRODUCTION        70000
and would produce the following results

PENETRATION           5

MARKET SHARE        100

UNIT SALES        50000

INVENTORY (UNITS) 10000

SALES INCOME      95000

NET PROFIT       -30000

FIXED ASSETS     140000

INVENTORY (VALUE)  5000

CASH             225000

CUM.PROFIT       -30000

This test market should suggest to you how the market may respond to your decisions.

OBJECTIVES

Your objectives are to discover how to make a profit, grow the business and survive.

With careful thought and analysis it is possible, although very difficult, to make a cumulative profit of one million by the end of the eighth period.
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